Internal control is the guarantee of a stable and healthy development of enterprise. Owing to the lack of internal control, various potential risks are exposed in the process of development, which hinders the growth of unicorn companies. Taking OFO as an example, this paper gives analysis and solutions according to the current problems of the internal control system in unicorn companies from the perspective of five elements of internal control.
INTRODUCTION
With the development of market-oriented economy and the maturity of internet technology, many enterprises grow rapidly under the help of capital strength, some enterprises get much rapid development in a short time by using the advantage of its own character, they have great potential and bright prospect and we call them unicorn companies. Unicorn companies usually mean relatively young companies with a valuation of more than $1 billion. In 2018, on the basis of internet technology, the development of unicorn companies show the trend of blowout, investors hold a positive attitude towards their future development and invest in them, because of that ,several rounds of heavy finance achieve a huge success and fully promote the development of economy. The year 2018 should be a great year for unicorn companies to shine, however, because of the fierce business competition; changeful external market environment and the rising updating speed of products, lots of internal problems are exposed under the condition of high speed development. Some Internal control is the main reason for the shortage of capital and the obstacle of main business in unicorn companies. The enterprise's understanding of internal control is not enough, the establishment of the internal control supervisory system is not perfect, and because of the lack of a reasonable assessment of potential risks, the enterprise blindly pursuit short-term profits, which makes unreasonable allocation of funds, and the enterprise can't achieve its long-term development, this is the root cause of the problems of unicorn companies. If these problems cannot get reasonable solution, unicorn companies will become a "beast" with poison angle, for itself, affect employee's enthusiasm and the effectiveness of enterprise, the situation of future development is precarious. For the society, it consumes a lot of social resources, affects the innovation and development of other small and medium-sized enterprises, and harms the interests of investors. To alleviate these problems, we must reinforce the management, and internal control is the most effective method. It is a management and control to the internal structure, environment and the risk of the enterprise; it plays an important role in the development of an enterprise. An effective internal control can create a good business environment, save operating costs, improve the efficiency of the enterprise and make the enterprise unite as one.
As one of the successful represent of unicorn companies, OFO have attracted heavily investment within four years and have an enormous prospect but now it comes to a crisis, its internal control problem is worthy of our inquiry. Under the condition of excessive capital, OFO is selected by various capital magnates because of its bright prospect, a massive injection of funds makes OFO grow rapidly beyond normal speed. Every link of the business lacks proper consolidation coupled with weak emphasis on internal control problems and the lack of corresponding experience, problems are exposed. From the perspective of five internal control elements, this paper studies the internal control problems of unicorn companies as the example of OFO.
MAINPROBLEMS OF INTERNAL CONTROL
The Operation Concept of Management Tends to Be "E-commerce" and the Performance Evaluation Mechanism Needs to Be Optimized Urgently Internal environment promote the formation of a company's culture atmosphere and work environment, it can ensure the operation of enterprise in a healthy and effective environment, which is the overall tone of internal control. There are problems in the operation concept of management of unicorn companies. Unicorn companies incubate in the new era of economic transformation and grow up in the trend of "Internet +", in this environment, unicorn companies have more network, flow and velocity which are the distinctive characteristics of the era. At the same time, most of the founders and leading teams of unicorn companies belong to the post-70s and post-80s generation who are influenced by advanced ideas and can quickly accept new situation and use it to form unique management concepts and styles. They incubate unicorn companies on the basis of net platform by making fully use of the Internet and the Internet of things, as a result, besides a few mature technical unicorn companies, most of the active unicorn companies in the market now are lack of core competitiveness and lay more emphasis on marketing approach and marketing tools to pursue the innovation of business model blindly, which makes the pendulum has gone too far in the direction of the whole enterprise's culture and the proportion of "e-commerce" unicorn companies in our country is rising. With today's complex market's environment changes, unicorn companies without hard technology will eventually be eliminated.
The operation concept of management and the cultural atmosphere of enterprise have a direct impact on the quality and level of employees. With the change of direction in unicorn companies, the management demands marketing talents most. As a result, there is a shortage of core technical personnel and research fellows in unicorn companies in China, and employees lack hard technology. There are more and more young employees with distinct personal consciousness who are not well aware of the importance of internal control, beyond that, the lack of effective employee performance evaluation mechanism is also not conducive to the formation of corporate culture, which may easily lead to the inert development of some employees and the occurrence of behaviors harmful to the interests of enterprises. In our country, unicorn companies grow rapidly with the help of capital, they usually have huge scale, wide business scope and large number of employees, so it is impossible for them to evaluate daily behaviors of each employee. The quality of grass-roots employees contacting with the masses is generally not high, which is detrimental to the establishment of a good corporate image.
Since its operation, OFO has focused on the range and quantity of bicycle release; pay too much attention on the marketing and production of different models instead of the research of the damage of car body. As a result, the bicycle in the market suffered from serious wear and the cycling time is short, which resulted in huge vehicle dispatch fee and maintenance costs in the later period. In addition, the number of grass-roots employees required for OFO vehicle maintenance is huge and there is no corresponding supervision and management method, the quality of employees is generally low, so various problems arise correspondingly, affecting the public's impression of OFO.
The Risk Assessment System Is Inefficient and the Fund Management Is Defective
Risk assessment can enable enterprises to have a full understanding of their own business activities and internal problems, and timely deal with the risks in the operation process. The effectiveness of risk assessment needs to be based on clear corporate goals. Driven by capital, unicorn companies excessively seek rapid development, blindly pursue short-term interests, and lack of proper planning for long-term development, leading to problems in goal setting. In this case, although some unicorn companies have set up special risk management departments, there are differences between target related risks and actual potential risks. The key points of risk assessment are wrong, and the effectiveness of risk assessment system is greatly reduced. This makes risk control departments not sensitive to the weak points of enterprises and possible crises in the future, especially in the management and use of funds. At the initial stage of operation, the enterprise did not find a suitable business model, and burned a lot of money, which exceeded the current development level of the enterprise and caused the subsequent capital chain fracture, which was particularly prominent in unicorn companies.
On the part of risk assessment, although OFO set up a corresponding risk control department, it unable to forecast the future possible risk completely because it is the first bicycle sharing company in China and do not know how to deal with the coming crisis. Although a number of attempts are made to solve the problems, the effect is not obvious and OFO come to an endless loop of capital chain dilemma, facing the risk and pressure from internal and external.
Responsibility and Authority Are Not Allocated Clearly and Control Activities Are Not Easy To Implement
Control activities are a series of measures for enterprises to implement risk control effectively. On control activities, unicorn companies have the problems of unclear jobs and duties allocation. On the one hand, the internal duties in enterprise overlap, on the other hand, due to the interference of capital magnates, unicorn companies lack of independence and control activities is limited by certain people, which is not easy for management and mutual power restriction, easily cause corruption problems by taking advantage of one's position, and the control activities for various risk problem cannot go smoothly. Because of the Internet technology and the development of economic globalization, the business of unicorn companies is huge and most of them are done on the Internet, makes it difficult to track and control and cause serious related transactions. A large amount of unfair related transactions and incomplete information processing system are easy to cause the financial risk and is not conducive to the control of enterprise financing activity.
OFO has adopted a series of control activities for the risks faced by enterprises. In order to improve the profitability, OFO plans to adopt the method of designing advertisements on bicycle bodies, but it has not understand the relevant government regulations timely, which makes the method in violation of the government's rules against advertising on the bodies of bicycles. In terms of the control of capital activities, OFO do not allocate funds reasonably, and a large amount of funds in the early stage resulted in insufficient funds for production and operation in the later stage.
There Is Lag in Information Communication and One-sidedness in Information Disclosure
Information communication can help the transfer of information between inside and outside of an enterprise effectively, which keeps the overall pace of enterprise employees and facilitate the unity and cooperation of the enterprise. In terms of internal information communication, as a result of irrational departments and complex internal information in unicorn companies, effective information are often not timely pass to the leadership and the upper instructions cannot timely issued to employees, which cause a delay of information transmission and message block at the grass-roots level. The external information communication in unicorn companies also has certain problem, due to the incomplete internal information disclosure, the evaluation of unicorn companies keeps rising, as the a-share list, negative news about unicorn companies gradually increased with the burst of huge evaluation bubble, more and more investors choose to give up, which have a negative effect on corporate image and credibility. This is because the unicorn companies do not have the feedback and communication about information timely with stakeholders, information disclosure is one-sided and the public cannot get accurate information.
In terms of information communication, OFO has a wide range of delivery and involve in many overseas countries and regions, the damage and maintenance of bike can't pass on to higher authorities accurately and the superior can't check detailed information, so it is easy for relevant staff to overstate or underreport the number of damaged bicycle to benefit from it, thus forming a big part of later cost. There are also problems in the communication between OFO and consumers. The collection and supervision of the deposit for OFO have always been a major problem in its development. The whereabouts of the deposit cannot be obtained by users have created a crisis of trust in OFO, which has affected the image of OFO among the public.
The Internal Supervision Department Is Ineffective and Lacks Independence
Internal supervision can help enterprises monitor the effectiveness of internal control implementation and correct existing problems timely. Due to the independence of the internal supervisory department restricted by other departments, although unicorn companies have special internal supervisory department, the supervisory personnel cannot truthfully feeding back the information, and weak link is cloak, which cause the self-assessment of the internal audit activity have onesidedness and ignore the major defects existing in the inner-enterprise. This is not beneficial for unicorn companies' long-run development, and the supervisory department becomes ineffective. In addition, the supervisory system of the supervisory department is not flexible and complete, there are many types of employees in unicorn companies, how to use a variety of approaches when face with different types of employees is also a big problem.
OFO lacks an effective regulatory evaluation system to monitor the daily operation of employees and departments. For OFO, it can't verify the number of repairs because of the huge number of bicycles and wide range of delivery, which lead to the corruption within the enterprise. Although in 2016, OFO has established a risk control department to investigate and manage, the force of supervise and assess is not enough for each departments, the corruption of department still exists.
SUGGESTIONS ON INTERNAL CONTROL PROBLEMS Change Operation Concept and Optimize Performance Evaluation Mechanism
The innovation of pure business model cannot make unicorn enterprises stand firm in the changing market. To prolong the survival time, managers should change their operation concepts, actively seek the core competitiveness of enterprises, pay attention to the development of technology, and recruit technical talents. Learn corporate culture from mature unicorn companies, create a good corporate atmosphere of unity, make the corporate goals and vision deeply rooted in the hearts of the staff, and enhance corporate cohesion. Optimize the original performance evaluation mechanism of the enterprise, pay attention to the personalized development, improve the enthusiasm of employees, organize regular staff training, and improve the quality of grass-roots employees.
Set Correct Corporate Goals and Complete the Risk Assessment System
Unicorn companies should fully understand the situation of their own business, set clear corporate goals, focus on the business that is prone to risk according to the corporate goals, pay close attention to its development trend, recruit risk control personnel with professional knowledge who is able to weigh the advantages and disadvantages and timely respond to risks in management, capital and other aspects. Perfect risk assessment system, establish an effective risk assessment department, improve the consciousness of risk control, not only focus on the risk within the enterprise, but also external government policy, the potential risk bring by the change of market environment, establish a database, strengthen the ability of data analysis, grasp and analysis the future development trend of market timely, make correct forecast.
Maintain Comprehensive Control Activities and Ensure Jobs Are Mutually Restricted
The key for unicorn companies to ensure the effectiveness of control activities is to clarify the job and duty of each position, ensure the independence and comprehensiveness of each department and implement corresponding management control for production, operation, sales, after-sales and other aspects. Reduce the occurrence of unfair related transactions, establish an effective accounting information processing mechanism, turn the disadvantages generate by the Internet into advantages, reduce the error and delay caused by manual operation and make the accounting business operate efficiently. Implement separation of incompatible duties to ensure every job can restrict each other and avoid the occurrence of internal harbor behaviors, which is conducive to the effective implementation of control activities.
Optimize the Way of Information Transmission and Disclose Information Timely and Accurate
In terms of information and communication, unicorn companies should optimize the structure of departments, find out the weak links in internal information communication and reduce the existence of unnecessary departments to ensure the speed of information transmission the timeliness of information. Make full use of the advantages of the big data era, establish a special information feedback mechanism to collect information, understand the public's opinions on enterprises and services and reduce the exploration time of enterprises. Disclose information timely and have a regularly feedback and communication with stakeholders about the information and strengthen public confidence in enterprises.
Ensure the Effectiveness, Independence and Impartiality of Internal Supervision
Unicorn companies should set up effective internal supervisory departments to ensure the independence of supervisory departments and make them independent from each department, which is conducive to the impartiality of the supervisory results, improve the internal control supervisory system, make internal supervision flexible and effective and apply to different departments of enterprises. The selfevaluation report of internal control should be comprehensive and authentic, attach importance to the results of internal supervision, according to them to find out the internal control problems of enterprises, correct them, improve the operating efficiency of enterprises, and control the corruption from the source.
SUMMARY
This paper focuses on unicorn companies, takes OFO as an example, researches the internal control problems of unicorn companies, and gives corresponding suggestions for these problems. Firstly, this study analyzes the development environment of unicorn companies and the problems exposed, on this basis we found that the most fundamental reason of these problems is the lack of attention paid to the internal control problems, in this, this article analyzes the internal control problems of unicorn companies. The study finds that unicorn companies universal have the problem of imperfect institutions, incomplete risk assessment system, ineffective control activities, lagging information communication transmission and lax internal supervision, given that ,this study gives some feasible suggestions. Due to the limitation of space, this paper mainly studies from the perspective of five elements of internal control; there are other internal control problems in unicorn companies that are not covered in this paper. In the future, it may explore the internal control problems from other perspectives.
Internal control plays a vital role in the development of an enterprise, which greatly affects the daily operation of the enterprise and determines the future development trend of the enterprise. Especially for the rapidly developing unicorn companies, strengthening internal control can alleviate a series of internal and external problems caused by the rapid development. Optimizing internal control can help enterprises create a good corporate culture and environment, form a healthy organizational structure, and optimize the allocation of enterprise resources. It can take effective control activities to reduce losses when enterprise risks occur, timely transmit information and reduce unnecessary losses.
In a word, an enterprise's internal control needs to be constantly completed and improved in combination with its own situation. Due to the short development time of internal control in China, there is still a long way to go for unicorn companies. We should make full use of the existing failure experience and lessons, and establish effective internal control to keep the enterprise running efficiently.
